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The I. I. I.: Its Objectives 


|* BOARD OF DIRECTORS of the Insurance Information Institute has approved six objectives 
to guide I.1.1. in 1961 and succeeding years. These objectives are: 





1. To create among insurance employees, particularly those in the field, an appreciation 
of the social and economic import of the insurance business along with an improved under- 
standing of the collective philosophy and objectives of insurance management, so as to motivate 
these employees—as individuals and as members of insurance organizations—to be effective 
communicators and influencers on behalf of the insurance business in their respective communities. 


2. To establish continuing channels of communication on public relations matters between 
collective management, on the one hand, and the independent agents and brokers and their 
associations, on the other hand; so that producers may have a clear comprehension of man- 
agements’ view and the trends of managerial thought; and so that, further, the crystallized 
opinions of producers insofar as they relate to the public relations situation of the business may 
be transmitted to management 


3. To create in the minds of insureds and the public-at-large improved understanding of 
the underlying principles of property and casualty insurance; greater recognition of the factors 
that contribute to the insurance costs that are borne by the public; cognizance of the moral 
obligations of insureds; identification of the insurance business as being progressive, competi- 
tive and dedicated to public service; and appreciation for the social and economic contribu- 
tions that the business of insurance makes to our society 


4. To encourage among educators a realization of the need for providing to students a 


basic knowledge of the principles and operations of insurance, and of the significance of the 


property and casualty insurance business in our society and economy; and to assist educators 
in this task by providing acceptable teaching aids and materials, so that today's youth may 
become tomorrow's intelligent users of insurance, and so that a requisite share of the better 
students will be attracted to careers in property and casualty irsurance. 


5. To achieve among journalists, magazine editors and writers, and radio and television 
broadcasters, recognition of the Insurance Information Institute as an authoritative and reliable 
source of information concerning property, casualty, surety and inland marine insurance 


6. To crystallize and to present to the managements of supporting companies and associa- 
tions a continuing reflection of public and press opinion as it relates to policies and practices of 
the property and casualty insurance business, so as to encourage the public relations aware- 
ness of management and provide information for action on public relations problems. To estab- 
lish a cooperative relationship with regulatory authorities at the state level that will facilitate 
the dissemination of information to the public on rate adjustments and other matters subject to 
the authority of these regulators; and to assist the legislative representatives of the property and 
casualty insurance associations in explaining to the public the viewpoint of the insurance busi- 
ness on exisiting or proposed legislation 
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America’s population is growing at a rate far 
in excess of that predicted 30 years ago, and is 
shifting. What does this mean to the insurance business? 


Opportunities 


and 


O 
! 


LF Qepoy: AND MARKETS are 
two of the most popular 
current catchwords in the insur- 
ance business. Both words are 
translatable into the word “peo- 
ple” —how many there are, where 
they are, how fast their number 
is increasing and the groups into 
which they are divided. Invalu- 
able to insurers and producers, 
therefore, is a recent study on 
the 1960 population and its pros- 
pective growth by Philip M. 
Hauser. 

Mr. Hauser immediately estab- 
lishes that the present popula- 
tion of about 180 million repre- 
sents a trend that defied all past 
analyses and predictions. In the 
1930s experts anticipated that 
the maximum population that 
the U.S. could achieve by the year 
2000 would be about 165 million. 
But that goal was reached in 
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LU O Headaches 


1955 due to the impact of post 
World War II economic, social 
and political conditions. By the 
time the census takers got busy 
last year with their question- 
naires, another 15 million had 
been added. Thus, mere main- 
tenance of the present birth rate 
would result in 3 million more 
American consumers each year or 
210 million by 1970. 


Even more rapid than the 
mushrooming of the total popu- 
lation was the shift of millions 
to the metropolitan areas of the 
U.S. These centers absorbed 
more than 80 per cent of the 
total growth in the 1950s. The 
1960 census takers found 110 
million people in these areas or 
about 61 per cent of all Americans. 

The word “metropolitan” can 
be misleading, particularly to 
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marketing men. It conjures up 
the picture of cities. But at pres- 
ent, 49 per cent of those in the 
so-called metropolitan areas live 
in the suburbs contiguous to the 
giant cities. If the present trend 
continues, about 54 per cent of 
the metropolitan area residents 
will be suburban dwellers by 
1970 and 58 per cent by 1980. 
The term “suburban population” 
must be realistically defined. It 
means, in the main, persons liv- 
ing near big cities, doing business 
or working in them and having 
frequent occasion to drive to and 
from giant centers. 


This phenomenon, pointed out 
by Mr. Hauser, demands close 
study by insurers from the twin 
standpoints of market potentials 
and underwriting considerations. 
There is no need to haul out 
crystal balls, tea leaves or even 
the more accepted apparatus of 
forecasting. All that is necessary 
is to look at the status quo. 
One chart now used by mar- 
keters shows close to 14.2 million 


persons in the New York-north- 
east New Jersey area; 6.7 million 
in Los Angeles-Long Beach; 6.1 
million in Chicago; 4.5 million in 
Philadelphia, and almost 4 mil- 
lion in Detroit. In these five 
sprawling areas alone there are 
about 35.5 million Americans. 

What does this mean to in- 
surers? For one thing, it will con- 
dition their approach to so-called 
all lines operation. They need 
not go beyond these first five 
metropolitan areas on the chart 
to realize that all lines theory is 
one thing and practice quite 
another. 

New York is the worst auto- 
mobile underwriting market in 
the world and the other areas 
cited about are not exactly at- 
tractive. Conversely, these cen- 
ters, especially New York, are 
the best life insurance markets 
and are attractive from other 
standpoints. 

So-called all lines insurers have 
recognized this conflict by their 
practical approach to these mar- 
kets. While they offer life, A&S 


For the development of this article, The Journal turned to two authoritative 
sources. Statistical projections of the changing population were provided by 
Dr. Philip M. Hauser, chairman of the department of sociology of the University 
of Chicago and former deputy director of the U. S. Census. John N. Cosgrove, 
associate editor of The National Underwriter and an expert on insurance mar- 
keting, discusses the likely impact of the population trend on the property and 


casualty insurance industry. 
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and homeowners in these areas, 
they have not been hanging out 
neon signs to attract auto 
business. 


A: present, bad results dictate 
a need for extreme caution in 
the underwriting of automobile 
bodily injury liability insurance 
in many metropolitan territories. 

Since about 61 per cent of the 
total population is located where 
the all lines approach must be 
least appealing to insurers with 
respect to the one line that has 
the most leverage in swinging an 
entire personal account to an 
insurer — the automobile — the 
practical marketing and under- 
writing attitude of leading insur- 
ers may undergo interesting 
changes. The insurer intent on all 
lines selling in these fast-grow- 
ing areas must find some solution 
that will permit it to write auto- 
mobile more extensively. 

One of the few factors that 
would permit expanded auto 
writing would be success in writ- 
ing all other lines for the cus- 
tomer whose over-all premium 
payment would thereby justify 
taking on the auto. Therefore, it 
is likely that this type of insurer 
will concentrate its drive for all 
types of business—property cov- 
erage, life and A&S in these 
areas. To do so, the company 
will need in these locales well 
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rounded agencies with specialized 
talent in all phases of insurance. 
Only this type of agency will be 
able to accommodate all the in- 
surance needs of a customer. All 
lines selling means that all the 
customer’s needs are satisfied by 
the one agency, and his business 
is placed with one company. Any- 
thing less—from the company’s 
standpoint —is not all lines selling. 

A quick measure of a com- 
pany’s progressive atttiude—or 
lack of it—may be obtained by 
analyzing its present movement 
into suburban territories through 
appointment of agencies there or 
by arranging for representation 
there by company-established 
Offices in which younger agents 
are recruited and given financial 
aid. The company that neglects 
this suburban market and per- 
mits the exclusive agency com- 
pany to exploit it is courting 
disaster. 


Mises projected by Mr. Hauser 
and by other experts reveal that 
this will be a younger country 15 
years from now. By 1975, it is 
estimated that 64 million will be 
under 15; 50 million will be be- 
tween 15 and 25; 54 million be- 
tween 25 and 45; 44 million be- 
tween 45 and 65, and 22 million 
over 65. 

Taking each age group in turn, 
there are obvious marketing op- 
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portunities and underwriting 
dangers for insurers. With 64 mil- 
lion under 15, there will be de- 
mand for more and roomier 
houses and a need for more furni- 
ture and equipment to fill them. 
Every product designed for the 
youthful market will have to be 
more plentifully supplied—cloth- 
ing, toys, foods and many others. 
More schools will be a must. 
Marketing opportunities for in- 
surers are implicit in all of these 
developments. 


wi next group—the 50mil- 
lion between 15 and 25 — will 
present insurers with a king sized 
headache on the one hand, and 
with sales potentials on the other. 
This group will embrace the teen- 
aged drivers, the college popula- 
tion and some young marrieds, 
particularly young women who 
have a great deal to say in all 
initial family purchases, includ- 
ing insurance. No deep analysis 
is needed for insurers to foresee 
the profitable possibilities as well 
as the pitfalls in this group. In it 
will be many who will be making 
their first insurance purchase of 
any kind. Traditional insurers 
will focus attention on desirable 
prospects within this group. The 
alternative is to let them be in- 
doctrinated in their insurance 
buying careers by exclusive ag- 
ency companies. 


Since the male segment of this 
15 to 25 year age group consis- 
tently has run up the worst ex- 
perience record in the automo- 
bile line, it would seem to be 
incumbent upon insurers to sup- 
port and encourage the develop 
ment of stronger and broader 
driver education programs as this 
youth group grows in size. 

While still on the subject of 
youth, it should be mentioned— 
and not lightly—that the business 
of property and casualty insur- 
ance has not only an opportunity, 
but a heavy responsibility, to step 
up its efforts to attract talented 
students among these new gener- 
ations into careers in the insur- 
ance field. Continued high quality 
leadership in the years ahead is 
imperative in order that the indus- 
try will be able to serve efficiently 
the nation’s growing population. 

All of these population divi- 
sions are partially overlapping. 
Thus the 54 million between 25 
and 45 will include the prepon- 
derance of young families just 
getting started, buying houses and 
furnishings, protecting them with 
property and casualty coverages, 
and setting up life insurance and 
A&S programs. They will also 
do much of the car buying. As 
this age group progresses from 
its lower to its upper limits, it 
will also include those who are 
adding to possessions, buying 
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larger homes with more extensive 
facilities, adding a second and 
even third car, and building up 
their life, annuity and mutual 
fund programs. 


In the unit of 44 million be- 
tween 45 and 65 will be men 
nearing or at the peak of their 
business careers. This group and 
the one preceding total 98 mil- 
lion people who will comprise 
the major market for insurers. 

Finally there will be the 22 
million over 65. Politicians have 
been quick to note the forthcom- 
ing growth in this group and to 
go on record with benefits to be 
conferred upon oldsters by gov- 
ernment. In this regard insurance 
marketers could learn from poli- 
ticians something about projec- 
tion of markets. It would seem 
that the politicians will have pre- 
empted a large share of the old- 
age care market if present federal 
plans materialize. Jf 22 million 


votes are worth the foresight of 


politicians, surely 22 million pros- 
pects would be worth the consid- 
eration of private insurers. 


B, 1975, it is estimated that 
there will be a potential working 
force of 100 million and that a 
much higher percentage of them 
will be white collar workers than 
at present. This means that many 
will be moving into employment 
where fringe benefits are becom- 
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ing increasingly important to at- 
tract and hold employees. Among 
these benefits are group life and 
A&§ plans. It is not impossible 
that other lines of insurance will 
also become subject to grouping. 
In any case, the traditional in- 
surer will try to take advantage 
of opportunities for group sell- 
ing among its commercial clients 
and prospects. 

Of the 100 million in the work- 
ing force by 1975, some 30 mil- 
lion are expected to be women. 
Since many of them will be mar- 
ried, and since insurance pur- 
chasing is often a family affair, 
the traditional insurer and its 
agents can expect to do a good 
deal more of selling at night and 
on weekends. 

One last important point that 
cannot be overlooked: as the 
merchandising end of the busi- 
ness goes about its task of blue- 
printing its long-range marketing 
organization and strategy, public 
relations forces of the companies 
and the industry at large will 
have a bigger responsibility than 
ever to keep the public informed, 
to lay heavy stress upon the im- 
portance of insurance as a man- 
datory item in commercial and 
family budgets, and to project a 
clear image of the insurance 
business as an industry that 
keenly feels and is ready to meet 
its many responsibilities. 





by Kenneth L. Nehring 


personalized approach 


to the new male driver 


proves effective 


President, Nehring Insurance Agency, Tucson, Arizona 


HAT CAN BE DONE about the 
“teen-age driver problem”? 
Having been in business for 21 
years, we naturally have many 
clients who have sons reaching 16 
years of age. Knowing that the 
overall driving experience of this 
ciass has been unsatisfactory 
and wishing to do everything that 
we can for clients whom we have 
had for a number of years, we 
decided some time ago to do 
everything within our ability to 
get these youngsters off on the 
right foot. 

About three years ago when a 
client advised us that he hada 
16-year-old son who had received 
his license and wished to have 
his insurance adjusted accord- 
ingly, we asked for the privilege 


of having an interview with the 
hoy accompanied by both mother 
and father or at least one of the 
parents. 


K. L. Nehring 


Mr. Nehring is a past president of 
the Tucson and Arizona Associations 
of Independent Insurance Agents, 
served five years as state national 
director from Arizona, and for two 
years was a member of NAIA's exe- 
cutive committee. 
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DEAR JOE 


Since then we have talked 
with (and written to) scores of 
other young drivers, most often 
with highly favorable effect. 

A major reason for the inter- 
view is for us to determine the 
boy’s attitude. We always take 
the positive approach and try to 
impress upon the boys that they 
could be just as good drivers as 
their parents or anyone else if 
they wished to do so. 

The interview is sought when 
the boy gets his “learner’s per- 
mit,” which under Arizona law 


may be obtained at age 15 years 
and nine months. This permits 
him to drive when accompanied 
by his parents or any other adult 


who holds a valid license. 


In addition, when a client’s 
son reaches the age of 16 or 17 
and qualifies for his driver’s li- 
cense, we write him a letter 
stressing the fact that driving a 
Car is a great responsibility and 
offering what we believe to be 
helpful suggestions. After a boy 
has driven for a year or so and 
has had a good driving record, 
we write him again compliment- 
ing him on the fact that he has 
been a safe driver and repeating 
the suggestions. 

Typical of the initial letters 
sent to new male drivers is the 
following, sent a few months ago 
to Tyler E. Barrett, Jr., of Tucson: 





Dear Tyler: 


| 


When I was talking to your mother today, I was telling her that my son 
David had just received his Learner’s Permit to drive an automobile and 
we, of course, know that you already have your driver’s license. 

Tyler, we handle all of your mother’s insurance, including the car insur- 
ance, which will protect her as well as you while driving an automobile. 
For that reason I am writing you this letter, and I hope that you do not 
mind my making a few suggestions. You, of course, know of the very bad 
accidents that we have had recently with teen-age boys; and I have dis- 
cussed: with my boy the great responsibility in driving a car. I am writing 
this letter with the hope that it will help you realize this great responsibility. 

You can be just as good a driver as I am or as your mother is, or as any- 
one else. It is a privilege to drive an automobile and many boys, and even 
many grown people, do not realize that. We want you to keep that privilege. 
We know many: boys who have lost that privilege. 

Here are a few suggestions I would like to make: 

1. Don’t drive anyone else’s automobile and never drive your auto- 
mobile without your mother’s permission. 
Don’t let anyone else drive your automobile. 
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DEAR JOE 


. Obey all traffic laws. Watch the light signals and stop at all red | 
lights. Come to a complete stop at all stop streets. 
Don’t exceed the speed limit. It may take a little longer, but you'll 
get there safely. 
Don’t let anyone talk you into racing even if they coax you or say 
“nasty” words to you. If you ignore such remarks, you will be the 
winner. 
Be courteous at all times. If someone cuts in front of you, slow 
down and let them go. A courteous driver is a safe driver. 
If you have an accident, don’t leave until an officer has checked it. 
Also report any accidents, even though there is little or no damage, 
to your mother and she will help you. 
Don’t overload your automobile with other boys and girls. 
Don’t allow others riding with you to bother you while driving. 
Always be able to control your car and always be able to stop if 
someone ahead of you stops. 
Don’t let anyone under the age of 21 ride with you if they have 
been drinking beer or liquor. Don’t allow them to have any in your 
automobile. 

I am writing this letter to help you, and I know if you follow these sug- 
gestions and those of your mother you can be just as good a driver as any- 
one. Also, you can build up a good record so when you are older you can 
have an automobile in your name, you can maintain your driver’s license, 
and you can secure insurance and at a lower rate. 

Good luck to you, Tyler. We’re all for you and want to help you be the 
best and safest driver in Tucson. 

Kenneth L. Nehring 
Nehring Insurance Agency 
Tucson, Ariz. 











How has the program worked I recall one case, though, where 
out? at the end of our discussion the 
boy made this remark: “If you 

Msi parents have indicated feel that we should abide by all 
that they were appreciative of these various suggestions, why 
our interest and very willing to buy insurance? I think the insur- 
sit in on the interviews. In most ance company just wants to get 
cases we have found the boys’ out of paying for losses and only 
attitudes to be satisfactory. wants to sell insurance to those 
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DEAR JOE 


who do what the company asks 
them to do.” 

We very frankly told that boy 
and his parents (who, incident- 
ally, seemed to agree with their 
son) that it would be impossible 
for us to handle the insurance. 
The parents owned about 15 or 
20 rental houses and other prop- 
erties, and we had had their in- 
surance for about 10 years. They 
gave us the ultimatum to either 
write the insurance for the boy 
or not renew any of their insur- 
ance when it expired. 

We chose the latter and lost 
the account, but feel we were 


better off than had we issued a 
policy for a youth-—he was a 21- 
year-old just out of the Navy 


whose attitude was as described 
above. 

Cases like that have been rare, 
however. One parent told me his 
son kept the letter in his room 
and must have read it five or six 
times. 

Another client had a son who 
became 16 about two years ago 
and displayed good cooperation 
when we talked with him in the 
presence of his parents. A few 
months ago the same client called 
me and asked if I would talk to 
his daughter and himself the 
same as I had talked with the son. 

He felt, he said, that this did 
more good than all the talking, 
instructions and advice that he 
could give. 


Full and frank dissemination of facts about rates and rate changes 
is essential to the creation of public understanding and acceptance 


of upward rate adjustments 


The insurance commissioners and the companies share equally in 
the responsibility for educating the public, and they have equal 
responsibility for speaking out, as the occasion may require 

The task before us will be performed most effectively if we coor- 
dinate our efforts in a manner that is mutually satisfactory, and that 


meets the desires and needs of the regulatory authorities, the insur- 


ance industry, and the public 


J. CARROLL BATEMAN, General Manager 


Insurance Information Institute 
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Court Decisions 


CVIV—Alan Greller of the New York Bar 


Liability of Church—A woman who had just left a church where she had 
attended Mass was injured when, after reaching the sidewalk, she was hit and 
knocked down by another woman falling down the church steps. The first 
woman brought suit against the church for damages for her injuries, claiming 
that they were due to the negligence of the church in maintaining a defective 
mat which caused the other woman to fall on her. The jury brought in a verdict 
in favor of the injured woman and the judgment was affirmed by the appellate 
court. (Mulligan v. Church (Minn. 1959) 95 N.W. 2d. 1). 

Liability of Grain Elevator—A farmer sued a grain elevator for damages 
for the death and sickness of a number of head of cattle which he claimed 
were poisoned by corn purchased from the elevator and which had pre- 
viously been sprayed with a poisonous substance. The jury brought in a 
$1,365 verdict for the plaintiff and the defendant appealed. The appellate 
court affirmed the judgment, holding that there was sufficient circumstan- 
tial evidence to support the jury’s finding that the injury to the farmer’s 
cattle was caused by the corn delivered by the defendant grain elevator. 
(Doane v. Farmers Cooperative Company (lowa 1959) 94 N.W. 2d. 115). 
Liability for Fire—During the construction of a county court house a fire 

destroyed the building. It appeared that the fire started when liquid asphalt, 
being used by the roofing contractor, was overheated and ignited while being 
spread on the roof. The fire insurance company which had insured the building 
paid the county the amount of the loss and then sued the roofing contractor 
for the amount paid, claiming the fire started by reason of the contractor’s neg- 
ligence. The trial court directed the jury to find in favor of the defendant on 
the ground that there was insufficient evidence of his negligence. The appellate 
court, however, reversed the judgment and ordered a new trial, holding that 
there was sufficient evidence of negligence to present a question for the jury. 
(Oregon Mutual Fire Insurance Company v. Mathis (Oregon 1959) 334 P. 2d. 186.) 
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Industry leaders are urged to apply 
talents to the perpetuation, strengthening 


of the Free Market Economy 


the 


MAGINOT LINE 


of insurance 


By A. L. Kirkpatrick 


Manager, Insurance Departinent, U.S. Chamber of Commerce 


NSURANCE LIVES within our free 

market economic system. It is 
dependent upon that system for 
its existence. And insurance men 
ought to be in the front ranks of 
those who are working to make 
sure that this system is continued 
in this country and its operations 
improved. 

The insurance industry has 
done a superb job of providing 
protection to the property owners 
of the country. I know of no in- 
dustry which has better met its 
responsibility for supplying the 
public with the services which it 
has undertaken to furnish. Insur- 
ance has kept abreast of the 
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changing times. It has shown im- 
agination in providing new cov- 
erages and underwriting facilities 
to meet new hazards. It has de- 
veloped magnificent loss preven- 
tion and loss adjustment services 
for its policyholders. 

The insurance industry has 
also done a splendid job of furn- 
ishing information to state insur- 
ance departments, state legisla- 
tures and others who have shown 
any rightful interest in investi- 
gating the business. When any 
agency of the federal government 
has launched an inquiry, the in- 
dustry has been diligent and 
meticulous in meeting that need 





also with full information. 

Within the limits of its own 
direct interests, the insurance in- 
dustry has been exceedingly ef- 
fective. What is greatly needed 
is for the industry to be equally 
diligent in making sure that the 
whole fabric of the economic 
system is improved and main- 
tained. 

The position of the insurance 
industry is much like that of the 
French people following World 
War I when they built their 
famous Maginot Line in order 
to make sure that France would 
never again be overrun by the 
German hordes. 


y French also did a mag- 
nificent job as far as it went. 
They built a system of fortifica- 
tions along their frontier which 
was the finest ever built, consist- 
ing of gun turrets and other of 
the most modern weapons. 

The French military felt confi- 
dence in the impregnability of 
these defenses, and with consid- 
erable justification. After all, how 
could any German army pene- 
trate such a defense network as 
this was? 

But you will recall what hap- 
pened. The Maginot Line was 
effective in stopping only the first 
attack operations in 1939 and 
early 1940. But when the Ger- 
mans finally launched their main 


MAGINOT LINE OF INSURANCE 


offensive in May, 1940, they came 
around through Holland, flanked 
and destroyed the weak Belgian 
frontier defenses. The Maginot 
Line was at their mercy. The 
German attackers did not cap- 
ture a single fort in the main 
Maginot Line during the decisive 
fighting. After the French field 
forces had collapsed, the Ger- 
mans took one fort. The French 
abandoned the others. 

Why have I dwelt at such 
length on the details of the 
Maginot Line and its fate? 

Well, it’s because I believe 
there are some important lessons 
that we need to learn from it. 

First of all, the French plan 
was too narrowly conceived. It 
did not adequately defend against 
the failure of its neighbor coun- 
tries. 

Second, it was wholly defen- 
sive. It had no element of attack. 
It is proverbial in military stra- 
tegy that “the best defense is a 
good offense.” Hitler’s troops 
attacked. 


W ita is the parallel of insur- 
ance to the Maginot Line? 
There is a great opportun- 
ity for the property and cas- 
ualty insurance industry to 
apply some of its superb tal- 
ents in an attack on the great 
lack of understanding of our 
free market economy. This is 
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the weak spot in the great 
insurance Maginot Line 
which needs to be strength- 
ened. 

The industry has great capacity 
and trained personnel which are 
expert in analysis of an issue, in 
marshalling all of the salient 
facts and then communicating 
them to the most effective centers 
of influence. 

Let me try to state the problem 
as I see it affecting the property 
and casualty insurance industry. 

From the very beginning, com- 
mercial activity in this country 
has been carried on under the 
impetus of individual drive to 
create, to build, to achieve, to 
accomplish something worth- 
while. Each individual has been 
free to do much or little as he 
chose, and to reap his reward in 
direct proportion to the success 
with which he used his God- 
given intelligence, initiative, cre- 
ative ability and will to work. 
His worth, and the worth of his 
efforts, are judged in the free 
market place where each indi- 
vidual buyer is equally free to 
buy, or not to buy, the services 
or products of the individual 
worker. 


T hat is the essence of what we 
call our free enterprise system. 
It is the foundation on which 
American business has grown 
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great and has outstripped the rest 
of the world. It is the system in 
which people are free to own 
property and to buy insurance to 
protect it against loss. 

Today, there are powerful 
forces at work toward the con- 
centration of more and more 
power and activity in the central 
government. 

The federal government, as a 
property owner and an employer, 
has little need for private insur- 
ance. 

As a contractor doing business 
with thousands of private con- 
tractors, it has generally admitted 
premiums for private insurance 
as a legitimate part of costs 
which it has been willing to re- 
imburse. As money lenders and 
as guarantors of private loans, 
government agencies have gen- 
erally permitted the borrowers 
complete freedom of choice in 
selecting the insurance carrier 
they desired. 

Let me just suggest that with 
merely a change in attitude among 
the policy-makers in the federal 
government, the vast amount of 
insurance now written by private 
companies through independent 
agents and brokers could, where 
the government is an important 
factor, be eliminated. 

We are experiencing a social 
revolution in this country as well 
as world-wide. It is not clear 





what portion of it is completed 
nor what the ultimate pattern 
of our society may be. It is true 
that up to this point the insur- 
ance industry has fared very well. 
[ts Maginot Line has protected it. 
The private insurance industry 
has enjoyed an astonishing and 
unprecedented growth. The fact 
that its underwriting profit has 
not been all that it should be 
may be in part at least attributed 
to the effects of basic changes in 
our economic system. 

And that is the focal point at 
which I now want to direct at- 
tention. 


I, is to be hoped that the lead- 
ership men of the insurance in- 
dustry who will direct its growth 
and progress during the next 
years, will find a way to modern- 
ize its fighting capabilities from 
its Maginot Line concept and ex- 
tend its facilities to include the 
entire economic system, to work 
for a better understanding and 
improvement of it—making it 
work more effectively in the pub- 
lic interest—as the best method 
of improving the insurance in- 
dustry itself. 

The Chamber of Commerce 
of the United States has been 
devoting a major portion of its 
total effort toward recruiting men 
in every industry and every com- 
munity who are willing and able 
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to assume some leadership on 
behalf of a dynamic free market 
economy. 


It has provided training and 
weapons for these volunteers. 
They consist of three basic pro- 
grams which are aimed to create 
a corps of men capable of ex- 
plaining and improving our free 
market economy. 

First, is a discussion group 
study course to give the par- 
ticipants a better understand- 
ing of the workings of our 
economic system, of the many 
criticisms and attacks that are 
being made against it, and how 


A. L. Kirkpatrick 


Before joining the Chamber in 1945, 
Mr. Kirkpatrick was employed in the 
actuarial department of the National 
Bureau of Casualty Underwriters, 
served as chief statistician and actu- 
ary of the Globe Indemnity Com- 
pany, and spent 12 years as insur- 
ance editor of the Chicago Journal 
of Commerce. 
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to interpret the system to 

people and answer these argu- 

ments clearly and persuasively. 

Second, is the Chamber’s 
Action Course in Practical 
Politics. This, too, is a dis- 
cussion group study course 
written by practical politicians 
and approved by the national 
committees of both major pol- 
itical parties. It deals with the 
fundamentals and mechanics 
of party organization and op- 
eration from the local precinct 
to the national level. 

Third, are congressional ac- 
tion committees in local cham- 
bers of commerce throughout 
the country in which a group 
of serious-minded men meet 
regularly to discuss the most 
important issues which are 
currently before Congress. 
Full, detailed, factual informa- 
tion on each issue is furnished 
to the committee members by 
the National Chamber. Mem- 
bers are then in a position to 
make their views known to 
their representatives in Con- 
gress as each issue comes to a 
critical action stage. 

The insurance committee of 
the Chamber has launched re- 
cently a plan to make these pro- 
grams available to study groups 
in company home offices and to 
local associations of producers. 

More than 30,000 business 
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people have completed the eco- 
nomic discussion group course, 
mainly through discussion groups 
formed among management peo- 
ple in a single company or in 
groups sponsored by a local 
chamber of commerce. 

For these groups the National 
Chamber is prepared to supply 
complete equipment — sets of 
texts, tape recordings, test sheets 
and discussion leader’s guide— 
at a modest charge. 

Texts explain in a simple, easily 
understood but thorough manner, 
such subjects as “The Origin and 
Function of Money,” “Control 
of the Money Supply,” “The Na- 
tional Income and Its Distribu- 
tion,” “Sustaining Prosperity,” 
“Prices, Profits and Wages,” 
“How Competitive Is the Amer- 
ican Economy?” “Spending and 
Taxing,” “Labor and the Amer- 
ican Economy,” and “Interna- 
tional Trade, Investment and 
Commercial Policy.” 

As business executives, we still 
have a choice. We are still largely 
free to make our own decisions 
and we can choose, and hold to, 
the road of freedom if we are 
willing to pay the price in hard, 
diligent work. In that case, the 
insurance industry and the men 
who comprise it have a brilliant 
future ahead. It’s up to us and I 
hope we have the guts to make a 
right decision. 





Berry 


S.D.1.P. OKAYED 
IN FIVE MORE STATES 





The safe driver insurance plan of the National Bureau of 
Casualty Underwriters and the National Automobile Under- 
writers Association has gone into effect: in Nevada and Utah 
as of February 15, and in Florida, New York and Wyoming on 
March l. As of Marchl, the plan was operative in 31 states 
and the District of Columbia. 


INCREASE IN FRAUDULENT CLAIMS 
ACCOMPANIES NATIONAL CRIME RISE 





The nationwide increase in crime is reflected in statistics 
which show an upsurge in the number of persons involved in 


fraudulent claims filed against insurance companies, accord- 
ing to the claims bureau of the Association of Casualty and 
Surety Companies. The bureau said the number of persons it 
investigated was 70.3 per cent higher in 1960 than in 1955, with 
cases closed by prosecution increasing 222 per cent. 

The extent of fraud has increased most sharply in the auto- 
mobile lines. 


STOCK-AGENCY SPOKESMAN EXPLAINS 
"NO PRIOR APPROVAL" PROPOSAL 





Elimination of a "prior approval" provision in any new rate 
regulation legislation for fire and casualty insurance would be 
a major factor in enabling stock-agency companies to compete 
effectively in today's insurance market, according to three 
major stock-agency associations. 

H. Clay Johnson, chairman of a joint committee of the 
Association of Casualty and Surety Companies, Inland Marine 
Underwriters Association and National Board of Fire 
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Underwriters, discussed the organizations' views in February 
before the National Association of Insurance Commissioners’ 
subcommittee reviewing fire and casualty rating laws. 

Elimination of "prior approval" is one of nine principles 
embodied in a bill reconiamended by the three organizations for 
a re-approach to the subject of insurance rate regulation. 


"Our bill would logically make rate filings immediately 
effective, '' Mr. Johnson said. “In our view this will not only 
permit speedy promulgation of rates and forms in order to 
meet competitive needs and restore necessary balance to the 
rating structure, but it will also eliminate occasions for po- 
litical interference with rates. Our bill, of course, retains 
the ‘subsequent disapproval' power of the commissioner ..." 

The stock-agency spokesman, who is executive vice-presi- 
dent and general counsel of the Royal-Globe Insurance Com- 
panies, observed that some agents have registered objection 
to a "no prior approval" bill apparently feeling that it may re- 
sult in erosion of standardization of rates and forms. Mr. 
Johnson pointed out, however: 

"We believe that under existing circumstances our bill of- 
fers the best hope of preserving standardization since it will 
encourage companies to continue their support of rating organ- 
izations. 

"Obviously, to the extent that stock-agency companies are 
able to compete effectively ... without being placed at a com- 
petitive disadvantage due to administrative procedures, the 
more effective will our agents be in meeting the insurance 
needs of the public," he stated. 

Other principles proposed by the stock-agency group: 


— Retain the present statutory standards for rate- 
making subject to express definitions thereof in order to 
clarify the commissioner's power of disapproval. 

— Eliminate the statutory provision for adherence to 
rate bureau filings and prohibit adoption by rating bureaus 
of any rules of adherence other than those voluntarily as- 
sumed by rating bureau members, in which case such 
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members would retain the right (a) to deviate, (b) to request 
the rating bureau to make an "agency" filing on their behalf 
or, upon the bureau's refusal, (c) to file independently. 

— Permit any company to subscribe for any or all 

rating bureau services without the necessity of appointing 
the rating bureau to make filings on its behaif, but retaining 
the right of such subscriber to request filings to be made 
on its behalf on either a bureau or an “agency" basis as 
well as the right to deviate from bureau filings. 

— Provide specifically for rating bureaus to make a 
charge for any services and for any of its work products 
used by any company through incorporation by reference 

in rate filings or otherwise. 

— Include express authorization for insurers to act 

in concert in order to provide legal protection for joint 
underwriting activities in the case of syndicate operations, 
combination policies, joint reinsurance, etc. 

— Authorize the rating bureau to adopt reasonable rules 
requiring uniform statistical reporting by members and 
subscribers. 


— Retain the advisory organization principles of the 
All-Industry bill. 


DRIVER EDUCATION INADEQUACY 
TO COST CALIFORNIA STUDENTS $15 MILLION 





The lack of driver education courses meeting national 
standards in many public high schools of California will cost 
an extra and unnecessary $15 million in automobile liability 
insurance premiums over the next mine years for California's 
young men who reach legal driving age this year. This con- 
clusion was reached by the Association of Casualty and Surety 
Companies after a study of enrollment trends in the driver 
education courses of the high schools of the state. 

Officie -*ate records showed that during the school year 
ended in Jun, 1960, only 34, 589 out of 194, 329 eligible stu- 
dents received a driver education course meeting national 
standards. Another 159, 746 California students were enrolled 
in sub-standard courses. 
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INDUSTRY HAS GOOD WORD 
FOR "FATHER OF THE BRIDE" 





Weddings are getting cheaper -- in at least one respect. 
The rates for insuring wedding presents keep going down. 

Continued low loss ratios in this line have allowed insur- 
ance companies to cut rates about 25 per cent in 1961. This 
follows reductions of 25 per cent in 1959, 25 per cent in 1958 
and 30 per cent in 1955, Inland Marine Insurance Bureau 
records show. 

It now costs only about $37.50 to insure wedding presents 
for $5,000. 


JURY VERDICTS JUMP 
IN SAN FRANCISCO, L.A. 





The average dollar amount of personal injury plaintiff jury 
awards in San Francisco and Los Angeles rose sharply in1960. 
An analysis by Insurance Information Institute shows that 
in San Francisco the personal injury jury award average was 
$21, 491 for 159 plaintiff verdicts in 1960. In 1959 it was 

$15, 018 for 187 plaintiff verdicts. 

In Los Angeles the personal injury jury award average was 
$14, 594 for 346 verdicts in 1960, and $12,143 for 407 verdicts 
in 1959. 

The averages include all types of personal injury awards, 
although most stemmed from automobile accidents. 


I.I.I. PRODUCES DIRECTORY 
OF FIRE, CASUALTY FILMS 





A directory of 16 mm. films about fire, casualty and surey 
insurance has been issued by Insurance Information Institute. 
These films may be obtained for showing before school, 
safety and civic groups. The booklet contains a diréctory of 

organizations from which the fikms may be ordered. 

Copies of the booklet may be obtained by writing the 
Insurance Information Institute, 60 John Street, New York 38, 
New York. 


20 MARCH-APRIL, 196) 





Gas driven. A Coventry, England, 
service station proprietor beat off four 
bandits by turning the petrol pump 
on them. 


Personal security. A Portage La 
Prairie, Manitoba hospital introduced 
the use of identification bracelets for 
all patients, to prevent surgical mix- 


ups and malpractice suits. 


Calling for a fair catch. The man- 
agement of the Strasbourg European 
Fair announced free admission to all 
French policemen, and offered a 
handsome prize to the gendarme who 
bagged the most pickpockets. 


One man brewgade. When a 
Bischofsheim, Germany, policeman 
found a parked beer truck on fire, he 
alertly dowsed the flames with the 
contents of four cases. 


In the bag. A London detective 
agency hired operatives dressed as 
Santa Clauses to curb shoplifting in 
department stores during the Christ- 
mas season. 


Balancing up. A Des Moines 
woman was awarded $9,000 damages 
for spinal injuries sustained when she 
fell off a too wobbly bar stool ina 
tavern. 


Reflection on crime. A Chicago 
concern devised a system of wide- 
angle mirrors to install in stores to 
minimize shoplifting by making form- 
erly obscure corners easily observable. 


Refiex action. An Alpena, Mich., 
youth practicing the fast draw was 
hospitalized when he shot himself as 
he replaced the gun in the holster. 


Automotion. When an automobile 
parked beside an Athens, Tenn., home 
caught fire, the flames actuated the 
starting mechanism and the car backed 
away from the house, saving it from 
fire damage. 
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Property, Casualty Sales Increase; 
‘Packaging’ Concept Grows in Favor 


1960: a Turning Point? 


N AN ERA of vigorous competi- 

tion which promises to con- 
tinue for some years to come, the 
year 1960 may stand out as a 
major turning point for the capi- 
tal stock insurance business. It 
was a year in which the intense 
economic struggle helped spur 
numerous innovations in cover- 
age which generally provide 
greater protection for the pre- 
mium dollar. 

Rapidly expanding insurance 
needs of the public were met 
through continuing development 
and wider use of the “packaging” 
concept of coverages. Overall, the 
packaging of property and casu- 
alty coverages to meet the needs 
of the homeowner, the automo- 
bile owner and the business or- 
ganization afforded many policy- 
holders rate reductions—and 
served to retard premium in- 
creases for many who received 
broader protection for the same 
money. 
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While the end result could 
hardly be described as a “boom” 
for the property and casualty 
companies, the statistical picture 
at year’s end was bright in com- 
parison with that of the immedi- 
ately preceding years. 

Sales of property and casualty 
insurance, for example, increased 
more than 7 per cent in 1960 to 
exceed $15 billion. 


Preliminary figures from Alfred 
M. Best Co., of New York City, 
recognized authority on insur- 
ance industry statistics, indicate 
that combined losses and oper- 
ational expenses of the stock 
companies totaled about 97 per 
cent of premiums, resulting in an 
adjusted underwriting profit of 
about 3 per cent. Although this 
expected profit is still below the 
statutory profit allowance of 
many states, 1960 probably will 
prove to be the best year since 
1955 on an all-lines basis, helping 





to make up for the losses in 1956 
and 1957. 





For the years from 1955 on, 
combined insurance losses 
and operational expenses of 
the stock companies in rela- 
tion to total premiums writ- 
ten were as follows: 

1955—94.8 per cent 

1956—100.5 per cent 

1957—102.9 per cent 

1958—100 per cent 

1959—97.8 per cent 

1960—97 per cent 

(estimated) 











Fastest growing line was the 
package policy for homeowners. 
Homeowners premiums in 1960 
increased about one-third over 
those for 1959, to a total of 
nearly $600 million. This most 
recent record is in sharp contrast 
with that of 1952—only eight 
years earlier—when premiums 
for this line aggregated only one 
million dollars. 


Niteworthy, in the automobile 
line, was the enthusiastic public 
response to, and spread of, the 
safe driver plan, introduced in 19 
additional states in 1960 by the 
National Bureau of Casualty 
Underwriters and the National 
Automobile Underwriters Asso- 
ciation. As 1960 ended, the plan 
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was approved or in effect in 27 
States. 

The reception of the plan by 
the public demonstrated that a 
great majority of motorists fav- 
ored insurance rating based upon 
the driving record of individuals. 
On top of that, editorial writers 
for daily newspapers across the 
country for the most part wel- 
comed the plan not only as an 
equitable manner of distributing 
insurance costs but as a boon to 
highway safety. 

Agents and brokers were find- 
ing the safe driver plan in com- 
bination with the special auto- 
mobile policy an effective tool 
which helped them to build busi- 
ness among the better class of 
risks. 

A modern plan for covering 
hospitals, churches, schools and 
colleges, and state, county and 
municipal properties was intro- 
duced by Inter-Regional Insur- 
ance Conference during the year, 
and at year’s end had been ap- 
proved and was available in 37 
states. Reduced rates and broad- 
ened coverages are provided for 
eligible public and institutional 
properties. 

Looking ahead, Inter-Regional 
also is devoting considerable at- 
tention to such special insurance 
contracts as commercial property 
coverage designed for merchants 
and wholesalers; the industrial 
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property policy applying to man- 
ufacturers; the office contents 
policy for office furniture and 
other contents, and special pack- 
age contracts for apartment own- 
ers, motel owners and mechan- 
ized farmers. 

The Insurance Institute for 
Highway Safety—supported by 
the whole industry—completed 
its first full year of operation. Its 
function: to conduct traffic safety 
programs designed to help bring 
down the nation’s high traffic 
accident toll. 


A look at preliminary figures 
for stock companies only, com- 
piled by Best Co., shows that 
written property and casualty 
premiums exceeded $10.7 billion, 
a gain of about $750 million. 
(Mutual companies wrote nearly 
$3.9 billion, an increase of about 
$250 million. Other types of in- 
surers—reciprocals and Lloyds 
organizations—wrote more than 
$500 million.) 

Automobile insurance, which 
accounts for about 40 per cent of 
property and casualty premiums, 
recorded some improvement in 
1960 although the companies still 
are experiencing underwriting 
losses on this coverage. Indicated 
increases in premiums written for 
the principal automobile lines 
were: bodily injury liability, up 
7 per cent to $1.9 billion; prop- 
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erty damage liability, up 4 per 
cent to $790 million, and phy- 
sical damage, up less than 2 per 
cent (rising sales of compact cars 
and lower used car prices held 
the increase down in this area) to 
about $1.5 billion. 

Small profits in auto property 
damage liability and auto phy- 
sical damage coverage were off- 
set by losses in auto bodily injury 
liability insurance—a line which 
has caused underwriting losses of 
about $800 million for the stock 
companies alone over the past 
10 years. 

With a drop of nearly 3 per 
cent in the loss ratio and a | per 
cent reduction in expenses, the 
bodily injury line showed im- 
provement but was still about 
two points in the red. 


Fire insurance showed a profit 
of less than | per cent. Fire pre- 
miums increased by about the 
same fractional percentage to an 
estimated $1.5 billion. The small 
increase in fire insurance, and a 
drop of about 4 per cent in the 
allied line of extended coverage, 
can be attributed to the fact that 
an increased amount of this cov- 
erage is now being written under 
homeowner package contracts. 

Several major hurricane and 
windstorm losses were a major 
factor in driving extended cover- 
age into the red. The extended 





coverage loss ratio jumped more 
than seven points to about 57.5 
per cent. With expenses remain- 
ing about the same (45.5 per 
cent), the combined ratio was 
about 103 per cent. 


The National Board of Fire 
Underwriters estimated that fire 
losses in the United States, in- 
cluding those not covered by in- 
surance, totaled $1,107,824,000 
in 1960, an increase of 5.8 per 
cent over the 1959 total. 

Inland marine volume rose 
about 4 per cent to $365 million. 
The combined loss and expense 
ratio dropped fractionally to 
around 97 per cent, leaving a 
small margin of underwriting 
profit for the year. 

A fractional margin of profit 
also was indicated in the work- 
men’s compensation field, which 
showed only slight improvement 
over 1959. Workmen’s compensa- 
tion premiums increased about 
10 per cent to an estimated $945 
million. 

Premiums for miscellaneous 
liability were up nearly 12 per 
cent to about $600 million. Con- 
tinued declines in both the loss 
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ratio and the expense ratio left 
the combined ratio at about 94 
per cent and the line well in the 
black. 

Fidelity volume passed the 
$100 million mark and the line, 
for most companies, remained in 
the black. Surety bond premiums 
showed little change from the 
$185 million level recorded in 
1958 and again in 1959. 


Tadite, ahead, insurance exe- 
cutives anticipate a further ex- 
pansion of markets in 1961 
because of technological advances 
and a continuing rapid popula- 
tion growth. New insurance needs 
are being created by such devel- 
opments as the widespread use 
and transport of radioactive ma- 
terials, increased mechanization 
of farms and growing use of 
electronic equipment. 

Seen as certain is a continuing 
expansion of special package 
policies combining property dam- 
age and casualty coverages, de- 
signed for application to various 
classes of commercial and indus- 
trial properties. 

Innovation, in short, continues 
to be the order of the day. 


xy 


To destroy the Western tradition of independent thought it 
is not necessary to burn the books. All we have to do is leave 
them unread for a couple of generations.— Robert M. Hutch- 


ins, American scholar. 
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RECOMMENDED READING 


ne The staff of the Library of the Insurance Society of New York 
will review current literature, selecting significant material with 
source, that should not be overlooked in keeping informed on 

ja insurance matters 


Casualty Insurance Handbook 

Insurance Information Institute, 60 John Street, New York 38, N. Y., 1960. 
5Spp. Free. 

A brief explanation of and introduction to the many facets of casualty in- 
surance which also includes some statistics and a glossary. Prepared by the 
Institute and the Association of Casualty and Surety Companies. 

Questions and Answers on Insurance. 2nd edition. James L. Athearn and 
Cameron S. Toole. 

Englewood Cliffs, N. J., Prentice-Hall, 1960. 448pp. $7.50. 

Study material for those preparing for qualification as agents or brokers. 

Glossary. 7th revised edition. 

Hartford Fire Insurance Company, Hartford 15, Conn. 1960. 59pp. 

“An explanation of the meaning of abbreviations, terms and phrases com- 
monly used in the fire and casualty insurance and bonding business.” 

How to Estimate Building Losses and Construction Costs. Paul 1. Thomas. 

Englewood Cliffs, N. J., Prentice-Hall, Inc., 1960. 419pp. $12.50. 

The author, vice president of American Manufacturers Mutual Insurance 
Company and general adjuster of the Kemper Insurance Companies, states that 
he has “tried to present for the first time the damagability of building materials, 
the methods of making repairs, and the basic principles for estimating the cost 
of repairs.” 

Basic Insurance Law. Robert E. Keeton. 

St. Paul, West Publishing Co., 1960. 655pp. $10.50. 

This new text by a professor of law at Harvard University covers: market- 
ing, principles of indemnity, persons and interests protected, risks transferred, 
rights at variance with contract terms, disposition of claims, and insurance 
institutions. 

The Montana Insurance Commissioner; a study of administrative regula- 
tion in action. Spencer L. Kimball and William Conklin. 

Ann Arbor, The University of Michigan Law School, 1960. 77pp. 

A careful study of the complete operation of the Montana department. 

The Journal of Insurance. Volume XXVII, No. 4, December 1960. 

The American Association of University Teachers of Insurance. $1.50. 
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When Indiana staged a unique 
show to cope with an auto repair 
problem, the principal “props” were 





Bodies in Savis(a0ys 


HE SINGLE UNIT BODIES now 
being used in many domestic 
automobiles may have caused a 
lot of head-scratching around the 
casualty insurance and auto re- 
pair industries, but Indiana found 
a way to cope with the situation. 
Problem: While unitized 
bodies are not difficult to fix if 
the repairman has the proper 
training and equipment, em- 
ployees of most body shops 
have neither. Insurers fre- 
quently have paid excessive 
charges for what should have 
been simple repair bills. 
Problem: In attempting to 
make accurate appraisals of 
losses involving cars with sin- 
gle unit bodies, insurance ad- 
justers have been hampered 
by the inability of the repair 
shops to do the job with a 
minimum of effort and expense. 
Solution, Indiana style: A 


By Allen Dale 


seminar on the mending of 
unitized bodies, produced by 
the casualty insurance industry 
of the Hoosier State with an 
able assist from the nation’s 
automobile manufacturers and 
makers of body repair equip- 
ment. 

“Why not,” asked Ellis L. 
Metheny, president of the State 
Adjusters Association of Indiana 
and a material damage expert, 
“offer garagemen and adjusters 
training in the repair of unitized 
automobiles now before the en- 
tire market is made up of such 
cars and there are no qualified 
shops to repair them?” 

Unitized body styles consti- 
tuted 30 per cent of the sales in 
1960 and every indication was 
pointing toward more and more 
divisions of the auto manufactur- 
ing industry swinging toward this 
style in the future. 
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BODIES IN WHITE 


Leaders of the three industries 
involved were quick to accept 
Mr. Metheny’s suggestion. It had 
taken 30 years and World War 
II’s metal shortage to convince 
repairmen that the frame of a 
car could be straightened, through 
sectioning and other techniques, 
with better results than had been 
obtained by attempting to re- 
place the entire frame. Automo- 
bile makers and Indiana insur- 
ance interests agreed that they 
didn’t want a repetition of this 
waste of time and accumulation 
of less-than-satisfied car owners. 

A series of conferences led to 
the recent materialization of the 
seminar at the Indiana State 
Fairgrounds, under the direction 
of Carl M. Russell, a member of 
the executive committee of the 
Insurance Institute of Indiana, 
and Mr. Metheny. 


Woite most seminars are slanted 
toward long-range philosophical 
goals, this venture had immedi- 
ate aims. Early reports indicate 
that these aims are beginning to 
be reached. 

Since the “students” were to 
come from two slightly conflicting 
fields (the “pitch” to adjusters 
was to hold down the cost of re- 
pairs consistent with policy holder 
satisfaction, while the slant to 
repairmen dealt with making 
money through the use of mod- 
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ern equipment and technical 
knowledge), it was decided to 
make the seminar a two-day 
affair. 

More than 400 adjusters were 
on hand the first day. Almost 
700 repairmen from_ shops 
throughout the state witnessed 
the technical demonstrations the 
second day. 

Basically, one problem was 
this: the frame straightening 
equipment which most shops 
were using lacked the mobility 
and graduated power of the 
equipment specially designed for 
the straightening of unitized 
bodies. Also, garagemen work- 
ing on a car frame were accus- 
tomed to putting metal screws 
and bolts into the vehicle to hold 
TRE SO, RE RET 


Allen Dale 

Mr. Dale, whose background em- 
braces the fields of newspapers, 
radio, television, wire services, ad- 
vertising and printing, and public 
relations, has been vice president 
of the Insurance Institute of Indiana 
since 1958. 





What to do with a wreck like this? A repairman demonstrates 


a section to the rest of the car, 
while the structural strength of 
the entire body of most unitized 
autos is dependent on a series of 
welds without which there would 
be a total loss of structural 
strength in the area of the repair 
and a diminishing loss of strength 
throughout the body. Specialized 
equipment makes it possible to 
return many of the damaged sec- 
tions of a unitized body to their 
original shape and to rebuild the 
car on those areas which can be 
salvaged. 

Top engineers representing 
various auto manufacturers were 
on hand at the seminar to ex- 
plain in detail the engineering 
principles behind the construc- 
tion of their individual com- 
pany’s unitized products. At 


length they dwelled upon what 
to look for when a damaged car 
enters the shop, and what must 
be done in repairing the vehicle 
to return it to as near its original 
structural form as possible. 

To illustrate their points, the 
engineers used cutaway bodies 
and white-painted shells em- 
ployed to demonstrate the welds, 
the underpanning contour of the 
metal, how panels are assembled, 
where joints are made, and the 
way in which the structural 
strength is developed. 

Then equipment manufacturers 
took over. Representatives of 
five of the nation’s leading body 
repair equipment makers, John 
Bean, Blair, Blackhawk, Bear and 
Kansas Jack, presented actual 
repair demonstrations using 
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wrecked cars provided by mem- 
ber companies of the Insurance 
Institute of Indiana. 

Concurrent with the demon- 
strations was a series of movies 
and slide lectures on the repair 
of various unitized models, pre- 
pared by the auto manufacturers 
in cooperation with the equip- 
ment makers. 


A significant point about the 
show was that it was believed to 
be the first time that the entire 
automobile industry and state- 
wide insurance interests worked 
so closely together on a problem 
of immediate importance to the 
driving and insuring public. 

A preliminary measure of the 
program’s success may be found 
in the fact that one equipment 
maker reported the sale of 10 
complete body straightening 
units to garages in Indiana as a 
direct result of the seminar. 

“Since a major goal of the 
seminar was to encourage the 
use of modern equipment in re- 
pairing modern automobiles, the 
extent of sales by equipment 


Now we are in another era 
celerated pace. And again ¢! 
ing us of impending ¢ 
we planning today tor 


manufacturers more than justi- 
fies the faith all cooperating 
agencies demonstrated in pre- 
senting this program,” observed 
Mr. Russell. 

“Everyone should gain from 
this program,” remarked Mr. 
Metheny. “The public in having 
competent sources of repair for 
their cars; the insurance industry 
in being better able to protect 
the public’s premium dollar in 
lower repair costs, and the auto- 
mobile manufacturers and deal- 
ers through product acceptance 
by the public.” 


Cooperating auto manufac- 
turers were American Motors, 
Chrysler Corporation, Ford, 
General Motors, and Studebaker- 
Packard. The latter makes no 
unitized bodies but participated 
in an advisory capacity. 

As Edward P. Gallagher, presi- 
dent of the Insurance Institute of 
Indiana, observed, the seminar 
provided a dramatic example of 
what can be accomplished when 
major industries combine to pro- 
vide answers to problems of 
mutual concern. 


one that is moving at an ac- 
iager signals are flying, warn- 


et are we heeding them? Are 
<ind of future that almost every- 


one agrees is just around the corner? —Bradford Smith, Jr., 
Executive Vice President, Insurance Company of North America. 
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A Sales Technique Business 
Interruption 
Insurance 


The following is a condensation of a skit developed by Boyd Bruce and 
Truman D. Green of the Underwriters Club of Philadelphia for presentation 
to agents attending a recent Pennsylvania State College Educational Confer- 
ence. The outstanding reaction suggests possible value to other field organiza- 
tions at sales or educational meetings of agents and an opportunity to create 
further interest in this vital but undersold coverage. 

Mr. Green, in the skit, is a typical small merchant—a haberdasher. 


(Anyone desiring to produce this skit may obtain complete copies, without 
charge, by writing to Insurance Information Institute, 60 John Street, New 


York 38, N. Y.) : 
* * * 

AGENT: Mr. Green, you have one of the leading stores in our com- 
munity, and you undoubtedly have derived many personal bene- 
fits for both yourself and your family. In the event you had a fire 
or explosion, wouldn’t you like to hear the cash register continue 
to ring? 

GREEN: Yes, I would. 

AGENT: Can you tell me whether your present insurance program 
provides you with business continuation insurance, or as it is 
technically called, Business Interruption Insurance? 

GREEN: (Searching in folder) Can’t seem to locate one with that 
name, but I certainly would have plenty of insurance money 
coming from the present policies that I have on the building, 
contents and stock. 

AGENT: Mr. Green, this is a common fallacy which is relied upon by 
many merchants. Let me give you a concrete example of your 
present position. Here are two dollar bills. This one represents 
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your building investment, and this one represents the contents 
and stock in your store. These two dollars together represent a 
lot of time, effort and work on your part. They are working to 
make a third dollar—the dollar which you take home to your 
family, pay your employees and continue paying your expenses 
and overhead. Now, which of these dollars is the most important 
to you? 

GREEN: I really don’t know. A dollar is a dollar. 

AGENT: You have the first two dollars insured. Isn’t it logical and 
equally as important that you insure that third dollar, the dollar 
for which you are actually working? 

GREEN: Yes, but I still don’t see your point. 

AGENT: Those two dollars were intended to help you rebuild your 
building and to replace your stock. It still leaves you nothing to 
take home as income from the business, or to pay the continuing 
expenses and overhead of your business, or pay the salaries of 
your key employees. Let’s assume you had a fire and are tem- 
porarily out of business. Would you be making a bank deposit 
today? 

GREEN: Maybe, but not as large as yesterday’s. 

AGENT: However, you probably have some expenses to pay this 
week: the mortgage, salaries, and other bills. Wouldn’t it be nice 
to know that if the source of funds were to cease for a month, 
or even a year, that you would not have lost a single dollar? 

GREEN: I like that. Just what do you propose? 

AGENT: A Business Interruption Insurance policy that will enable you 
to continue taking home your salary, even though there are no 
customers coming in. B. I. insurance also will pay the salaries 
of key employees. In that way you won’t have to dip into your 
surplus, your reserve funds or place yourself in future debt. 

GREEN: True, that old bank account wouldn’t last too long, if I am 
going to take care of all those expenses. 

AGENT: With Business Interruption Insurance you would be able to 
go right on meeting your obligations on time. Nothing improves 
your credit standing more than paying your bills on time in the 
face of adversities. 

GREEN: Do you really think Business Interruption Insurance is as im- 
portant as my building or contents insurance? 

AGENT: Fully. Earning values are just as important as property 
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values. Tell me, why are you in business? 

GREEN: I’m in business to make money to support the family, make 
a profit—same as anybody else. 

AGENT: Primarily for profits. As a matter of fact, a Business Inter- 
ruption loss frequently is greater than the actual loss to the 
building or to contents. For example, suppose a fire damaged 
your water heater or furnace. It might be a small loss—but you 
won’t have customers coming in if you can’t provide heat in the 
store. You might be out of business for two weeks or a month, 
waiting for boiler replacement. 

GREEN: That’s true, but to take care of something like this, it must 
be an expensive policy. 

AGENT: Surprisingly—it is not. The rates for Business Interruption 
Insurance are lower than the rates for your building or contents. 

GREEN: How much of this insurance will I have to carry? How do 
you arrive at the amount? 

AGENT: To answer that, I'll have to know two things: your net sales 
last year and the cost of the merchandise you paid for. Your 
gross earnings are your net sales less the cost of the merchandise 
you sold. By insuring this amount, you will actually be taking 
care of your payroll expenses, other business expenses and profit. 

GREEN: How long would this continue? 

AGENT: It’s based on the length of time it would take you to get back 
into business. A normal reasonable time without undue delay. 

GREEN: There must be a gimmick here someplace. You still haven’t 
told me how much insurance I’d have to carry, or how you are 
going to arrive at these figures. 

AGENT: Let me ask you, what was your volume of business last year? 

GREEN: A little over $200,000. 

AGENT: I would like to show you a chart that is put out by Dun & 
Bradstreet. It show's a study of various types of stores, and it 
shows that dry goods, general merchandise stores, have a gross 
margin of 30 per cent. In other words, the cost of their goods 
sold is about 70 per cent of total sales. 

GREEN: That shows I am about average, because I was just a little 
over 30 per cent last year. 

AGENT: Good. That would mean that out of $200,000 in sales, 70 per 
cent or $140,000 went for merchandise, leaving about $60,000 
left to run your business and your personal affairs. 
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GREEN: Does this mean I have to carry $60,000 worth of insurance? 

AGENT: Not necessarily. Assuming that it would take about six 
months to rebuild this business, normally it wouldn’t be impor- 
tant to carry more than 50 per cent. And the coverage follows 
your earnings curve throughout the year. In other words, if you 
have a loss just before the big Christmas season, that would be 
taken into consideration in adjusting the loss. And you are pro- 
tected until operations are resumed or until the insurance is 
exhausted. 


GREEN: What if I decide to move to another location? 

AGENT: That’s all right. The policy does not require that you rebuild 
or replace at the same location. 

GREEN: A policy like this must cost a great deal. Give me a round 
figure of what you think the premium would be on $36,000. 

AGENT: (After rapid figuring) About $252. 

GREEN: That doesn’t sound too expensive. 

AGENT: Here’s something else. This insurance will cost you less than 
you would lose if your business were shut just one Saturday dur- 

_ ing your peak season. 

GREEN: It sounds pretty good, but let me think about it. 

AGENT: Very well, Mr. Green. While you’re thinking about it, I'll 
place a binder on your Business Interruption Insurance value, 
and then if anything happens while you are thinking about it, 
you will be protected. 

GREEN: O.K., but remember, this is just temporary. I would like to 
check with my accountant and get his thoughts. 

AGENT: Good idea. It may help you reach a conclusion. I believe you 
will find that most accountants recommend Business Interrup- 
tion Insurance to their clients. Why don’t you call him now? 

GREEN: All right, [ll do that. .....(dials phone). 

Bill, Truman Green, over at the haberdashery. I have a fellow 
here from the Big Insurance Agency, and he’s been talking with 
me about Business Interruption Insurance. Suggested I call you 
to get your thoughts on this type of policy. What do you think 
about it? (long pause). .......1 do recall you mentioned 
this some time back, but I hadn’t given it much thought recently. 
If you recommend it, I think I'd better take the policy. 

(Turns from phone to agent) 

All right, you have yourself an order. 
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Here is a letter that got results. 

A few days after it was written to 

the publisher of the St. Joseph, 

Mo., News-Press, the paper ran an 

editorial strongly supporting the 

writer's position: 

The News-Press has done a won- 
derful job in publicizing, and often 
sponsoring, or encouraging, plans and 
programs for the improvement and 
benefit of St. Joseph citizens and the 
records of this area. 

You are familiar with the publicity 
that has been given on articles con- 
cerning auto thefts, substantially by 
teenagers for joyriding purposes. 

We just received the January-Feb- 
ruary 1961 issue of the Journal of In- 
surance Information and I am enclos- 
ing pages 11-13 inclusive, containing 
the article “Dusk to Dawn Patrol” 
which appealed to me as being worthy 
of study and consideration. 

It is my opinion that, even though 
the police personnel is limited as to 
manpower, a small amount and 
a publicized program by the News- 
Press would be very effective in de- 
terring teen-agers and amateurs in 
auto thefts, which at the same time 
would quite often intercept or elimin- 
ate resultant crimes by burglary, rob- 
bery, etc. 

I was personally greatly impressed 
by this article and convinced that it 
offers an opportunity for some similar 
plan, even though on a more limited 


basis, to be worked out in St. Joseph. 
F. Glenn Packwood, President 
Herbert H. Powell, Inc. 
St. Joseph, Mo. 


Dear Sir: 
Many thanks for sending me the 
copy of the January-February issue of 
the Journal of Insurance Information 
containing the article by Wilson Auld 
on the “Battaglia Plan.” 
The article is well written and should 
be most helpful in informing the pub- 
lic of what we are doing to prevent 
crime. 
I sent the copy to Captain Battaglia 
and know he will be proud to read it 
to his men. 
James M. Hepbron 
Police Commissioner 
Baltimore, Md. 

Dear Sir: 

Mr. Don Campbell’s article (Janu- 
ary-February issue) is, like all of his 
others, interesting and well written. I 
have been reading the Indianapolis 
Star for some time and the column 
he conducts as business editor is one 
of the various features that I like. 
Generally speaking, he seems to have 
been well disposed toward the insur- 
ance industry. Hardly a month goes 
by but that he makes some interesting 
reference to it in one of his articles. 

John J. lago, Vice President 
Fidelity and Deposit Company 
of Maryland 
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Dear Sir: 

Thank you very much for the cur- 
rent edition of the Journal of Insur- 
ance Information giving a rundown 
on Baltimore’s effort to combat auto- 
mobile theft activities. 

I have submitted this information 
to our Investigation Division for study 
and I am sure it will be productive in 
our future operation. 

Geo. W. Bichsel, 
Chief of Police 
San Antonio, Texas 


Gentlemen: 

In your January-February issue you 
printed a letter regarding the differ- 
ence between stock and mutual com- 
panies. I am sure that many of us as 
local agents have wondered why stock 
companies are supposed to be better 
than mutuals. Many mutuals operate 
on’a local agency basis and have quite 
liberal agency commission contracts. 
Since entering the local agency busi- 
ness six years ago I have represented 
nothing but stock insurance com- 
panies. 

I feel that I was soft in the head for 
not representing a mutual or deviating 
stock company long before I did. I 
guess I was pretty well indoctrinated 
against mutuals by the gentleman that 
I went into partnership with when 
first entering the business. Also I was 
indoctrinated by capital stock field- 
men. There are still no mutual com- 
panies in my office. However I cer- 
tainly do have deviating companies 
and am only sorry I didn’t start meet- 
ing my competition on a more equal 
basis a few years sooner. 

The thing that baffles me is why 
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Bureau companies didn’t wake up to 
what was happening to them and 
their agents a long time before they 
did. They knew what was happening; 
the only trouble was that no steps 
were taken to help the situation. The 
poor agent was badgered for his poor 
automobile experience and declining 
automobile premium volume. 

Burt Mahaney 

Mahaney Insurance Agency 

Tahlequah, Okla. 


Without a standard rate, there 
could be no deviations. Having to 
set and use that standard rate al- 
ways has presented difficult compe- 
tive problems for Bureau companies. 
Their position has been strengthened 
substantially with the development 
of such devices as the safe driver 
insurance plan and special automo- 
bile policy. The popular safe driver 
plan now is in effect in more than 
30 states and is expected to become 
operative in additional states soon. 
—Editor. 


Dear Sir: 


I have just read, reread, and en- 
joyed the article, “Distinctive or Dis- 
count?” (January-February issue.) 
This approach, if adopted by many 
others, would raise the professional 
level of our industry. 

T. M. Newton 
Temple, Texas 


Comments and suggestions from readers, 
concerning contents of The Journal or 
other pertinent subjects, are earnestly de- 
sired. Address all communications to: 
Editor, Journal of Insurance information, 
60 John Street, New York 38, N. Y. 





INSURANCE INFORMATION INSTITUTE 
60 John Street, New York 38 


President—Roland H. Lange, assistant to president and a vice president of the Hart- 
ford Fire Insurance Group 

Vice President—Paul B. Cullen, manager of the Information and Education Depart- 
ment of Aetna Casualty and Surety Company 

General Manager—J. Carroll Bateman 

Assistant Manager—Charles C. Clarke 

Assistant Manager and Secretary-Treasurer—Robert G. McKay 


Regional Offices 
Midwestern: Pacific: 
175 West Jackson Boulevard 315 Montgomery Street 
Chicago 4, Illinois San Francisco, California 
Southwestern: Southeastern: 
901 Colcord Building 319 Trust Company of Georgia Building 
Oklahoma City 2, Oklahoma Atlanta 3, Georgia 





The Insurance Information Institute serves as a public information and public 
education agency, with responsibility for all lines of insurance except life, accident 
and health. Thus, its scope includes casualty, fire, fidelity, surety and inland marine 
lines. 

The Institute is supported by more than 300 capital stock insurance companies, 


through eight industry associations: 


Association of Casualty and Surety Companies 
Inland Marine Insurance Bureau 

Inland Marine Underwriters Association 
Inter-Regional Insurance Conference 

National Automobile Underwriters Association 
National Board of Fire Underwriters 

National Bureau of Casualty Underwriters 
Surety Association of America 





The Journal of Insurance Information is published bimonthly by the Insurance Information Institute. Per 
sons may subscribe to The Journal! at $1.50 per yeor. Microfilm editions of annual volume (six issues) 
may be obtained at $2.50 directly from University Microfilms, 313 N. First Street, Ann Arbor, Michigan 





THE JOURNAL OF INSURANCE INFORMATION 
60 John Street 
New York 38, N. Y. 


FORM 3547 REQUESTED 











